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QUESTION 1                             [GREEN BOOK]                         THEORY QUESTION A 
[30 MARKS – 54 MINUTES] 
 
Internal Control is necessary for organisations to reach their goals and objectives and to be able 
to address the various risks that arise. 
 
REQUIRED: 
1.1 Describe the ‘control environment’ and ‘risk assessment’ as components of internal 
control.   (10) 
1.2.1 Describe the four characteristics of the Revenue and Receipts Cycle.   (4) 
1.2.2 Describe the purpose of the following functions in the Revenue and Receipts Cycle: 
a. Ordering,  
b. Warehouse & Despatch and  
c. Credit Management.    (6) 
1.3 List the risks in the Receiving of Goods and the Recording of Purchase functions in the 
Acquisitions and Payments Cycle.    (10)  
 
 
QUESTION 2                                  [ORANGE BOOK]                  THEORY QUESTION B 
[20 MARKS – 36 MINUTES] 
 
The Payroll and Inventory Cycles are central to an organisation because employees are an 
invaluable asset to any organisation and inventory is at the heart of the organisation. 
 
REQUIRED: 
2.1.1      Discuss the differences between salaries and wages.  (5) 
2.1.2 List five (5) ways in which fraud can be performed in the Payroll Cycle.   (5)  
2.2.1 List five (5) actions that take place during a year-end inventory count.   (5) 




QUESTION 3                            [YELLOW BOOK]                INTEGRATION QUESTION 
[10 MARKS – 18 MINUTES] 
 
Integrated thinking requires that the financial accounting and the management accounting 
aspects of the events that occur in the various cycles must always be taken into account. This 
ensures that the accountant considers each matter and each even holistically and considers 
appropriate action for each scenario.    
 
REQUIRED: 
Provide the accounting journal entries (including narrations) for the events below: 
 
3.1     A debt of R10 000 owed by a customer has gone bad.  (1) 
3.2   There are suspicions that a customer that owes R6 000 may be in financial difficulty. 
The company estimates that only R5 000 may be recovered from the customer.    (1) 
3.3    A company paid R1m gross salaries for the month and withheld employees tax of 
R350 000 from it. The tax collected has not yet been paid over to SARS.   (1)  
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3.4    A company has collected pension fund contributions from employees. The amount 
collected for this month was R120 000 and is now being paid over to the pension fund 
administrator.      (1) 
3.5       A company purchases cleaning materials to the value of R13 000 for cash. Ignore Vat.     
                                                                                                                                                  (1) 
 
Define the following concepts: 
 
3.6       Net reliasable value.   (1) 
3.7  Manufacturing overheads.   (1) 
3.8  Stock re-order level.   (1) 
3.9 Job costing.   (1) 




QUESTION 4                            [YELLOW BOOK]              APPLICATION QUESTION  
[10 MARKS – 18 MINUTES] 
 
Major League DJs (Pty) Ltd is a private company that specialises in hosting entertainment 
events mainly in Gauteng. This year’s spring event is the traditional Major League Gardens 
music concert that will take place in September at the Soccer City FNB Stadium. The event has 
an exciting line-up of artists that will be performing. The main artist for this year is Dafita, a 
leading artist from Nigeria. Many supporters are eager to hear him perform his hit song 
“Paparazzi Follow You”. 
 
The company has two executive directors and a team of 8 employees that handles various tasks 
for the events. One director focusses mainly on sourcing sponsors for the event and the other 
director mainly focusses on securing local and international artists to come perform at their 
events.  
 
The 8 employees focus on the following tasks: (i) venue booking, professional covering of the 
field where applicable, and hiring of mobile toilets (ii) stage, sound and lights, (iii) flights, 
accommodation and VIP transport for the artists (iv) media and publicity for the events (v) 
ticket sales for events and sourcing of arm-bands for events (vi) security for events and 
accreditation for artists, VIPs, journalists, etc., (vii) sourcing service providers for food and 
drinks at the events (viii) a general admin person who performs various tasks as requested by 
the two directors and the seven team members. All 8 team members where carefully selected, 
they have many years of experience in the entertainment industry and a specialists in the tasks 
they are responsible for. 
 
The following events generally take place when preparing for a concert and likewise took place 
in preparation for this year’s Major League Gardens music concert: 
 
-Each team member decides which service provider (for sound, lights, security company, 
mobile toilet company, etc.) is best to use for the event. The venue for the concert is always 
decided on by the two executive directors. 
-Each team member also has their own booklet of purchase order forms. The team member, 
once decided which service provider to use, will send an order form to the supplier. Team 
AUDITING AND INTERNAL CONTROL (AIC22B2)    Exam    NOVEMBER 2017 -4- 
 
members always make sure that they send their order at least two weeks before the date of the 
event. 
 
-Service providers are generally paid at the latest 3 days before the event and normally deliver / 
install all items at the latest at the end of the day before the concert. The 7 team members 
normally email a scanned copy of the order form to the admin person. He is the only employee 
that makes payments from the company’s bank account. When he received an email from a 
team member she ensures that she makes EFT payment as soon as possible. 
 
-Order forms are however not sent to artists. The director responsible will sign a contract with 
the artist’s agent and then send an email that has the amount that the admin person should pay 
to the artist. 
 
-The security personnel from the security company hired arrives on the morning of the day 
before the event. They need to open the venue for all service providers. They will also be 
present when deliveries / installations are made. They also guard the venue over-night to make 
sure that nothing is stolen from the venue. They stay at the venue a day after the concert when 
suppliers come collect their delivered / installed items. 
 
-The seven team members normally arrive at the venue early (at 08:00 sharp) on the date of the 
concert to ensure that everything was delivered / installed. Gates for the concert normally open 
at 11:00. 
 
-On a three monthly basis the admin person performs a bank reconciliation to monitor all the 
monies collected from ticket sales and all expenses he paid for concerts for the quarter and 
salaries he pays to all staff on a monthly basis.  
    
 
REQUIRED: 
You are required to identify ten (10) internal control weaknesses in the events above. Also 
explain why the identified items are weaknesses.  (10)    
    
 
QUESTION 5                                      CYCLE DOCUMENTS  
[30 MARKS – 54 MINUTES] 
 
Cycle documents are important because they are an effective way of communicating information 





5.1  For each of the documents listed below you are required to indicate the cycle to which the 
document belongs, indicate what information is communicated in the document and from 
which function / party / person does the document flow and to which function / party / 
person does it flow to. Very important: Please complete the table below, tear it out 
and insert into your answer book
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 Student Details 
Surname & Initials  
Student Number  
    





States how much the customer owes for the 
goods received  
From selling company (supplier) to 
the customer 
a) Internal sales order    
b) Remittance advise    
c) Credit note    
d) Requisition    
e) Creditor’s 
statement  
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Student Details 
Surname & Initials  
Student Number  
    
Document Name Cycle (10 marks) Information (10 marks) From ----> To (10 marks) 
f) Deduction tables 
and returns 
   
g) Unclaimed wage 
register 
   
h) Clock card    
i) Production report    
j) Costing schedule    
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